COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-3873

PHONE: (213) 974-8301 FAX: (213) 626-5427

WENDY L. WATANABE
AUDITOR-CONTROLLER

March 5, 2014

TO: Supervisor Don Knabe, Chairman
Supervisor Gloria Molina
Supervisor Mark Ridley-Thomas
Supervisor Zev Yaroslavsky
Supervisor Michael D. Antonovich

FROM:  WendyL. WatanaW%}f LU m

Auditor-Controller

SUBJECT: LOS ANGELES URBAN LEAGUE - A COMMUNITY AND SENIOR
SERVICES’ WORKFORCE INVESTMENT ACT PROGRAM CONTRACT
SERVICE PROVIDER ~ CONTRACT COMPLIANCE REVIEW - FISCAL
YEAR 2013-14

We completed a review of Los Angeles Urban League (LAUL or Agency), a Community
and Senior Services’ (CSS) Workforce Investment Act (WIA) Program provider. Our
review covered a sample of transactions from Fiscal Year (FY) 2013-14. The purpose
of our review was to determine whether LAUL provided services in compliance with their
County contracts and WIA requirements.

The Adult, Dislocated Worker, and National Emergency Grant WIA Programs assist
individuals in obtaining employment, retaining their jobs, and increasing their earnings.
The WIA Youth Program is a comprehensive training and employment program for in-
school and out-of-school youth ages 14-21 years.

CSS compensates LAUL on a cost-reimbursement basis and their contracts for FY
2013-14 total approximately $1.56 million. LAUL serves participants residing in the First
and Second Supervisorial Districts.

Results of Review

LAUL has difficuity meeting its financial obligations and does not have sufficient working
capital to pay its bills. Specifically, LAUL’s audited financial statements, ending in June
2012, reported that LAUL had negative cash flow from operations of $111,691, and the
Agency’s total liabilities exceeded total assets by $1.3 million. In addition, as of October
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2013, LAUL had outstanding accounts payable balances totaling $1.25 million that were
more than 60 days past due.

LAUL’s attached response indicates that many of the issues cited in the report are
based on financial and administrative issues which the Agency inherited from the prior
executive administration of LAUL. The attached response also indicates that the new
executive leadership team have and will continue to work diligently to resolve the issues
of the past, many of which unfortunately have carried over into LAUL’s present. On
January 22, 2014, LAUL voluntarily relinquished their County WIA contracts.

LAUL billed CSS $301,206 ($303,143 - $1,937) in questioned costs. Specifically:

e LAUL did not maintain adequate documentation, such as cancelled checks or
allocation documentation, to support $273,808.

After our review, LAUL provided copies of cancelled checks, totaling $10,919.
However, LAUL did not identify which expenditures the payments were made for,
therefore, we could not determine whether the payments were related to the FYs
2013-14 or 2012-13 WIA Programs. LAUL’s attached response indicates that the
Agency will either repay CSS or provide adequate documentation to support the
expenditures by June 30, 2014.

e LAUL did not maintain adequate documentation, such as cancelled checks, to
support $23,063 in FY 2013-14 direct expenditures. After our review, LAUL
provided copies of cancelled checks to support $1,937 of the $23,063 in
unsupported expenditures.

LAUL’s attached response indicates that the Agency will either repay CSS $21,126
($23,063 - $1,937) or provide additional documentation to support the expenditures
by June 30, 2014.

e LAUL’s FY 2012-13 close-out invoice for the National Emergency Grant Program did
not reconcile to the Agency’s financial records. Questioned costs totaled $4,506.

LAUL'’s attached response indicates that the Agency will either repay CSS $4,506 or
provide adequate documentation to support the expenditures by June 30, 2014.

e LAUL’s FY 2013-14 financial records did not support the total expenditures billed to
CSS. Questioned costs totaled $1,636.

LAUL’s attached response indicates that the Agency will either repay CSS $1,636 or
provide additional documentation to support the expenditures by June 30, 2014.

In addition, LAUL did not always comply with other County contract and WIA
requirements. For example:
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e LAUL did not maintain adequate documentation to support the eligibility for two
(13%) of the 15 youth participants sampled.

LAUL’s attached response indicates that the Agency will determine the total costs
associated with any ineligible participants and repay CSS by June 30, 2014.

e LAUL did not document their efforts to obtain documentation of eligibility for eight
(53%) of the 15 participants sampled, prior to using the applicants’ statements, as
required by WIA Directive ARRA/WIA D09-22. After our review, LAUL provided
additional documentation to support the eligibility of two of the eight participants.

LAUL’s attached response indicates that the Agency provided documents supporting
the income eligibility for three of the eight participants. However, the additional
documentation provided for the third participant was illegible and as such, we could
not confirm that the documentation supported the individual’s income eligibility.

As previously mentioned, on January 22, 2014, LAUL voluntarily relinquished their
County WIA contracts. However, LAUL expressed desire to provide WIA services for
the County in the future. Based on LAUL’s significant financial and cash flow issues,
CSS should consider placing the Agency in the County’s Contractor Alert Reporting
Database. In addition, CSS should ensure that all of our recommendations have been
implemented prior to contracting with LAUL in the future.

Details of our review, along with recommendations for corrective action, are attached.

Review of Report

We discussed our report with LAUL and CSS. LAUL'’s attached response indicates they
generally concurred with our findings and recommendations, and will repay CSS
$303,143 or provide additional documentation to support the expenditures.

We thank LAUL management and staff for their cooperation and assistance during our
review. Please call me if you have any questions, or your staff may contact Don
Chadwick at (213) 253-0301.

WLW:AB:DC:.EB:yp
Attachment

c:  William T Fujioka, Chief Executive Officer
Cynthia D. Banks, Director, Community and Senior Services
Jerry Gaines, Chair, Workforce Investment Board (WIB)
Richard Dell, Chair, WIB Finance Committee
Nolan Rollins, President and Chief Executive Officer, Los Angeles Urban League
Noel Massie, Chairman, Los Angeles Urban League
Public Information Office
Audit Committee



LOS ANGELES URBAN LEAGUE
WORKFORCE INVESTMENT ACT PROGRAMS
CONTRACT COMPLIANCE REVIEW
FISCAL YEAR 2013-14

FINANCIAL VIABILITY

Objective

Determine whether Los Angeles Urban League (LAUL or Agency) is financially viable
and maintains sufficient working capital to provide adequate services under their
Community and Senior Services (CSS) contracts.

Verification

We interviewed Agency management, and reviewed the Agency’s financial statements
ending in June 2012 and financial records for Fiscal Years (FY) 2012-13 and 2013-14.

Resulits

LAUL has difficulty meeting its financial obligations and does not have sufficient working
capital to pay its bills. Specifically, LAUL’s audited financial statements, ending in June
2012, reported that LAUL had negative cash flow from operations of $111,691, and the
Agency'’s total liabilities exceeded total assets by $1.3 million. In addition, as of October
2013, LAUL had outstanding accounts payable balances totaling $1.25 million agency-
wide that were more than 60 days past due, of which $296,339 directly related to the
County Workforce Investment Act (WIA) Programs.

On January 22, 2014, LAUL voluntarily relinquished its County WIA contracts.
However, based on LAUL’s significant financial and cash flow issues, CSS should
consider placing the Agency in the County’s Contractor Alert Reporting Database. In
addition, CSS should ensure that all of our recommendations have been implemented
prior to contracting with LAUL in the future.

Recommendations

1. Community and Senior Services management consider placing the
Agency in the County’s Contractor Alert Reporting Database.

2. Community and Senior Services management ensure that all of our
recommendations have been implemented prior to contracting with
Los Angeles Urban League in the future.

3. Los Angeles Urban League management ensure that debts are paid
when they become due.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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ELIGIBILITY
Objective
Determine whether LAUL provided services to eligible individuals for the WIA Programs.
Verification
We reviewed the case files for 40 (13%) of the 313 participants who received services
from. July through November 2013 for documentation to confirm their eligibility for WIA
services.

Results

Youth Program

LAUL did not maintain adequate documentation to support the eligibility for two (13%) of
the 15 youth participants sampled. Specifically, LAUL did not maintain completed -9
forms in the participants’ case files as required by WIA Directive LACOD-WIAD11-03.
The total direct questioned cost was immaterial. However, the Agency may have billed
CSS for other direct and indirect services for the ineligible individuals, such as staff
time. After our review, LAUL provided a copy of one of the two participants’ high school
transcript. However, LAUL did not provide copies of completed -9 forms as required to
support the participants’ eligibility.

In addition, LAUL did not document their efforts to obtain documentation of eligibility for
eight (53%) of the 15 participants sampled, prior to using the applicants’ statements, as
required by WIA Directive ARRA/WIA DQ09-22. After our review, LAUL provided
additional documentation to support the eligibility of two of the eight participants. The
additional documentation LAUL provided after our review for one of the eight
participants was illegible and as such, we could not confirm whether the documentation
supported the individual’s income eligibility as required.

Adult and Dislocated Worker Programs

LAUL did not document the registration for selective service for one (4%) of the 25
participants reviewed as required by WIA Directive LACOD 12-18. After our review,
LAUL provided additional documentation to support the one participant’s eligibility.

Recommendations

Los Angeles Urban League management:

4. Determine the total costs (direct and indirect) associated with the
services provided to the two ineligible participants and repay
Community and Senior Services for unallowable costs. Obtain

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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appropriate documentation to determine the participants’ eligibility for
Program services prior to enroliment.

5. Ensure staff document the Agency’s efforts to obtain documentation
of the applicants’ eligibility before using applicants’ statements.

BILLED SERVICES

Objective

Determine whether LAUL provided services in accordance with their County contracts
and WIA guidelines.

Verification

We visited LAUL’s service site, and reviewed the case files for 40 (13%) of the 313
participants who received services from July through November 2013. We also
interviewed five Adults, four Dislocated Workers, and seven Youth
participants/guardians.

Results

LAUL provided the services in accordance with their County contracts and WIA
guidelines for the case files sampled. In addition, the 16 participants interviewed stated
that they received the required services and the services they received met their
expectations.

Recommendation

None.

CASH/REVENUE

Objective

Determine whether LAUL deposited cash receipts timely, and recorded revenue in their
financial records properly. In addition, determine whether the Agency’s bank
reconciliations were reviewed and approved by Agency management as required.

Verification
We interviewed Agency personnel and reviewed their financial records. We also

reviewed the Agency’s three bank accounts’ activity and bank reconciliations for
September 2013.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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Results

LAUL deposited cash receipts timely and recorded revenue properly. However, LAUL’s
September 2013 bank reconciliations were not signed by the preparer or reviewer as
required by Section B.1.2 of the Auditor-Controller Contract Accounting and
Administration Handbook. According to the Agency’s accounting policy, neither the
preparer nor the reviewer are required to sign off on the bank reconciliations.

Recommendations

Los Angeles Urban League management:

6. Ensure that both the preparer and reviewer sign and date the bank
reconciliations.

7. Revise the Agency’s accounting policy to require both the preparer
and reviewer to sign and date the bank reconciliations.

EXPENDITURES/COST ALLOCATION PLAN

Objective

Determine whether expenditures charged to the WIA Programs were allowable under
their County contracts, properly documented, and accurately billed. Determine whether
the Agency prepared its Cost Allocation Plan (Plan) in compliance with their County
contract, and used the Plan to allocate shared expenditures appropriately.

Verification

We interviewed Agency personnel, reviewed the Agency’s Plan, financial records, and
documentation for 20 non-payroll expenditure transactions, billed by the Agency from
July through September 2013, totaling $46,072.

Results

LAUL prepared their Plan in compliance with their County contracts. However, LAUL
billed CSS $24,829 in unsupported expenditures from July through September 2013.
Specifically:

e LAUL did not maintain adequate documentation, such as cancelled checks, to
support $23,063 in direct expenditures. After our review, LAUL provided copies of
cancelled checks to support $1,937 of the $23,063 in unsupported expenditures.

e LAUL'’s financial records did not support $1,636 in expenditures billed to CSS.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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e LAUL did not maintain adequate documentation, such as receipts, to support $130 in
expenditures.

We noted similar findings during our prior years’ monitoring reviews.

Recommendations

Los Angeles Urban League management:

8. Repay Community and Senior Services $22,892 ($23,063 - $1,937 +
$1,636 + $130) for unsupported expenditures, or provide adequate
documentation to support the expenditures.

9. Maintain adequate documentation to support Program expenditures.

ADMINISTRATIVE CONTROLS/CONTRACT COMPLIANCE

Objective

Determine whether the Agency had adequate internal controls over its business
operations. In addition, determine whether the Agency was in compliance with WIA
Program and other County contract administrative requirements.

Verification

We interviewed Agency personnel, reviewed their policies and procedures manuals,
conducted an on-site visit, and reviewed their reported accruals.

Results

During the time of our review, LAUL management maintained adequate internal controls
over its business operations. However, the Agency did not accurately report their
accruals to CSS as required by WIA Directive WIAD10-05. Specifically, LAUL under
reported their accruals for FY 2013-14 by $23,193.

Recommendation

10. Los Angeles Urban League management ensure accruals are
accurately reported to Community and Senior Services.

PAYROLL AND PERSONNEL

Objective

Determine whether payroll expenditures were charged to the WIA Programs
appropriately. In addition, determine whether the Agency obtained background

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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clearances, verified employability, maintained proof of current driver's licenses, and
maintained proof of automobile insurance for employees assigned to the WIA
Programs.

Verification

We traced the WIA payroll expenditures for eight employees, totaling $27,596, and five
participants, totaling $1,072, for September 2013, to the Agency’s payroll records and
time reports. We also reviewed one personnel file for the new employee assigned to
the WIA Programs.

Results

LAUL appropriately charged payroll expenditures to the WIA Programs, and maintained
personnel files as required. However, the employees’ and/or supervisors’ signatures
were missing on six (38%) of the 16 timecards reviewed, and one (20%) of the five
participants’ timecards reviewed was calculated incorrectly resulting in an immaterial
overpayment to the participant. After our review, LAUL provided copies of signed
timecards to support the payroll expenditures charged to the WIA Programs. However,
LAUL management should ensure that timecards are signed by both the employees and
the supervisors at the time payroll is processed.

Recommendations

Los Angeles Urban League management:

11. Ensure timecards are signed by both the employees and supervisors
to certify actual hours worked.

12. Ensure that timecards are accurately calculated.

CLOSE-OUT REVIEW

Objective

Determine whether the Agency’s FY 2012-13 close-out invoices for the WIA Programs
reconciled to the their financial records.

Verification

We compared LAUL'’s close-out invoices for FY 2012-13 to their financial records. We
also reviewed a sample of expenditures incurred during FY 2012-13.

Results

LAUL billed CSS $278,314 in unsupported expenditures. Specifically:

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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e LAUL did not maintain adequate documentation, such as cancelled checks or
allocation documentation, to support $273,276 in direct expenditures, of which
$8,093 was reported in our prior year's monitoring review and is still not collected
from LAUL. In addition, LAUL did not provide the documentation to support the
allocations of $532 in expenditures billed to the WIA Programs.

e LAUL'’s close-out invoice for the WIA National Emergency Grant Program did not
reconcile to their financial records. Questioned costs totaled $4,506.

We noted similar findings during our prior years’ monitoring reviews.

Recommendation

Refer to Recommendation 9.

13. Los Angeles Urban League management repay Community and Senior
Services $278,314 ($273,276 + $532 + $4,506), or provide
documentation to support the expenditures.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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We are writing in response to email correspondence we received from Yoon Sun Park, g
Principal Accountant-Auditor, in your office enclosing the most recent draft of the Auditor- -l
Controller’s (“A-C's™) report related to the Contract Compliance Review your office | ey Umie
conducted of the Los Angeles Urban league (the “LAUL”) adult and youth services “"?‘;mn
workforce programs funded by Los Angeles County (the “County™) and overseen by the et
County Community and Senior Services Department (“CSS™} pursuant to the Workforce Det:obe Forge:
Investment Act, for Fiscal Years 2013-2014. Ms, Park’s correspondence requested the q,m«q:ﬁ';::;:::
LAUL’s formal written response/corrective action plan by February 14, 2014, Ms. Park e
later provided the L AUL an extension until February 21, 2014 to provide a response. Py b

LAUL GENERAL RESPONSE

As a general response to the February 6" draft of the A-C's report, the LALL responds that
many of the issues cited in the report are based on tinancial and administrative issues which
the LAUL inherited from the prior executive administration of the LAUL. Since coming
aboard as President & Chief Executive Otficer of the LAUL, both | and the new executive
leadership team have and continue to work diligently to resolve the issues of the past, many
of which unfostunately have carried over inta LAUL's present.  To assist the LAUL in
focusing its attention on fully remedying the undisputed issues of the A-C's repost, effective
February 14, 2014, LAUL voluntarily relinquished its County adult and youth workforce
programs to the County. These programs have now been transitioned to Goodwill of
Southern California and the Arclwdiocesan Youth Services program, respectively. LAUL has
been advised that its Adult NEG program based in Pomona will be transitioned to MCS.

Although regrettable, particularly since both our County adult and youth mngrams were
operating at optimal levels on the program side, such a decision will alfow us ¥

Fmira b m an sz
FLawn Vi sowr-altne

.00 g, TA u\'\.-,u»‘u»
N 24897 J‘m ITALU 0% W o
Mﬁmm»ﬂm Od b Laka] s n

[PT-3L CETR. ] N1 0 A VAR LTES

GV Er ol arslax Sadatls

oo~



Attachment
Page 2 of 11

Wendy L. Watanabe

Auditar-Controller

Los Angeles County Department of Auditor-Contratler

Re: LAUL Response to the Awditor-Controller's February 6, 2014 Draft Report
February 21, 2014

Page 2

of our time and efforts on resolving the Agency's administrative challenges, while also re-
positioning ourselves to again be a provider of County workforce programs.

To this end, respectfully. LAUL requests that your office withdraw any proposal to place the
LAUL on the County's Contractor Alert Reporting Database (CARD) or take any other
action that might be deemed punitive or prevent the LAUL from engaging in any other
County or other government-funded programs. We anticipate we will have the majority, if
not all administrative issues resolved within shont order and belicve a decision placing the
LAUL on CARD would be premature and unwarranted. Thank you in advance for your
consideration of this request.

LAUL DETAILED RESPONSE

Below is the LAUL’s further response to the findings of the A-C's report which we dispute
or wish to provide further clarification or detail:

ELIGIBILITY
YO P
The A-C’s report February 6, 2014 draft report states that:
“LAUL did not document their efforts to obtain documentation of eligibility for eight
{53%) of the 15 participants sampled, prior to using the applicants’ statements as
required by WIA Directive ARRA/WIA D09-22."

In its January 22, 2014 rcsponse, LAUL provided documents supporting the income
eligibility of the following three (3) youth participants:

[ | provided his parent tax retum.
I | provided an EBT card.
| | provided proof of her mother's income.

In the A-C's February 6th drafl report, it states LAUL only provided additional
documentation for two of the cight participants. LAUL requests it be provided credit for all
three (3) program participants.

Additionally, LAUL maintains and reiterales its January 22, 2014 response to the A-
C’s January 6, 2014 draft report and incorporates that response herein,
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LAUL has no further response to this section of the A-C’s February 6 draft report.
However, LLAUL maintains and reitcrates its January 22, 2014 response to the A-
C’s January 6, 2014 draft report and incorporates that response herein.

CORRECTIVE ACTION PLAN FOR_YOUTH AND_ ADULT & DISLOCATED

Once the above eligibility numbers are corrected, LAUL will determine the total cost (direct
and indirect) associated for any incligiblc participants associated with its Youth and Adult &
Dislocated Worker programs and will repay CSS for any unallowable costs. LAUL
anticipates it should be able to resolve such matters by June 30. 2014.

BILLED SERVICES

LAUL has no further response w this section of the A-C's February 6" drafi report.
However. LAUL maintains and reiterates its January 22, 2014 response to the A-
C's January 6, 2014 drafl report and incorporates that response herem.

No corrective action plan is needed for billed services.
LAUL has no further response to this section of the A-C's February 6" draft report.

However, LAUL maintains and rciterates its January 22, 2014 response to the A-
(s January 6, 2014 draft report and incorporates that response herein.

CORRECTIVE ACTION PLAN FOR CASH/REVENUE

Beginning immediately, LAUL will have both its preparer and reviewer sign and date all
bank reconciliations.  Additionally, ne later than June 30, 2014, LAUL will update its
accounting policies to require both the preparer and reviewer to sign and date all bank
reconciliations.

EXPENDITURES/COST ALLOCATION PLAN

LAUL has no further response to this section of the A-C's February 6" draft report.
However, LAUL maintains and reiterates its January 22, 2014 response 1o the A-
C’s January 6, 2014 draft report and incorporates that response herein.
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 FOR $/COST AT N

LAUL will cither repay CSS $22,892 associated with the Expenditures/Cost Allocation Plan
or provide CSS adequate documentation to support the expenditures by June 30, 2014,
Additionally. LAUL will maintain adequate documentation to support the cxpenditurcs.

LAUL bas no further response to this section of the A-C’s February 6™ draft report.
However, LLAUL mamtains and reiterates its January 22, 2014 response to the A-
C’s January 6. 2014 draft report and incorporates that response herein.

CORRECTIVE ACTION PLAN FOR EXPENDITURES/COST ALLOCATION PLAN

Beginning immediately, LAUL management will ensure accruals are accurately reported to
CSS.

PAYROLL AND PERSONNEL

LAUL bas no further response to this section of the A-C's Fcbruary 6% drafl report,
However, LAUL maintains and reiterates its January 22, 2014 response to the A-
C's January 6, 2014 draft report and incorposates that response herein.

CORRECTIVE ACTION PLAN FOR PAYROLL AND PERSONNEL

Beginning immediately, LAUL management will ensure timecard are signed by both the
employees and supervisors to certify actual hours worked and that timecards are accurately
calculated.

CLOSE-OUT REVIEW

LAUL has no further response to this section of the A-C’s February 6 drant report.
However, LAUL maintains and reiterates its January 22, 2014 response to the A-
C's January 6, 2014 draft report and incorporates that response herein.

CORRECTIVE ACTION PLAN FOR CLOSE-OUT REVIEW

LAUL will either repay CSS $278.314 associated with the Close-Out Review or provide
CSS adcquate documentation to support the cxpenditures by June 30, 2014,  Additionally,
LAUL will maintain adequate documeatation to support the expenditures.
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NCLUSION

Thank you for your attention to this matter. We look forward to continuing to work with
your office to reach an amicable resolution to these and any related issues,

Should you have any questions or comments, please do not hesitate to contact me or Angela
Reddock, our Interim Chief Administrative Officer & General Counsel.

A2l

Nolan V. Rollins
President & CEO

cc:  Paul Goldman, Asst. Director, CSS Coatract Services Branch
Josephine Marquez, Asst. Director, CSS Workforce & Community Services Branch
Jackie Lynn Sakane, CSS Coatract Compliance Division Program Manager
Teresa Montes De Oca, CSS Compliance Auditor
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January 22, 2014

VIA ELECTRONIC MAIL & U.S. MAIL

Yoon Sun Park, CPA

Principal Accountaat- Auditor

Los Angeles County Department of Auditor-Controtler
Countywide Contact Monitoring Division

Los Angeles World Trade Center

350 S. Figueroa Steeet, 8th Floor

Los Angeles, CA 90071

cmail: ypark@auditog.lacounty.goy

Re: 5 L& 7 po ' 8
the Counsy of Los Angeles Department of Auditor-Controlfer
Dear Ms. Park:

We are in receipt of the most recent drafi of the County of Los Angeles Department of
Auditor-Controller's (“A-C’s™) report related to the Contract Compliance Review your
office conducted of the Los Angeles Urban League (the “LAUL”) adult and youth services
worktorce programs funded by Los Angeles County (the “County™) and overscen by the
County Community and Senior Services Department (“CSS™) pursuant to the Workforce
Investment Act, for Fiscal Years 2013-2014. We received the most recent draft of the report
on January 8, 2014 during our meeting with you and other members the Auditor-

Coatroller’s Office, along with members of the CSS compliance and program tcams at the
CSS office. Thank you for providing us an opportunity to respond to the January 8" drafl.
Below is our general and detailed response to the report.

AUL GENERAL RESPONSE

As a general response to the January 8% draft of the A-C's report, the 1.AUL responds that
many of the issues citex in the report are based on financial and administrative issues which
the LAUL inherited from the prier executive administration of the LAUL. Since coming
abourd as President & Chief Executive Officer of the [LAUL, both ] and the new executive
leadership team have and continue to work diligently to resotve the issues of the past, many
of which unfortunately have carried over into LAUL’s presenl. To assist the LAUL in
focusing its attention on fully remedying the undisputed issues of the A-C's report, by a
scparate letter of today’s datc sent (o Cynthia Banks, the Director ol CSS, the LA has
decided to voluntarily relinquish its County adult and youth workforce programs. Although
regrettable, particularly since both our County adult and youth programs are operating at

Attachment
Page 6 of 11

B0ARD OFFCERS

Fue): 2ognregr
Mos Vare

hac- HI- 4
Cowd R Hrzan

- v
e Kebiuin

Pweryinrt 41500
Woien V., AoSine

DRMECTONG

Pl feelidtay

ot Ern

et o4 EyenbrEwe
A Bl
Yoreimy Nl
Lhamnoe A Datesdy, ¥
Fead D

Arqne Celiaa,
MaZaen M bfirees
fsata & 1w
Widss iveyr

INT - EE A

ik | anne,

Terv Lo

Lem L Semon

iy WdChuu

i okd 1w
Rt Wt emud w
Paricm b, MV
Fary:fs ey

6 Uize ]

Datitwe Paptio

Do A Pressd
THemrgtey F Svatalifs
MRS S gy

ot 4 e
SAb ey S san

Turvain B Trasy

Yionn e i
Unpas 24 rioc vty

HA Wl vercn [1ram, 1S Argaede, T N a7
VO N E0H 0 e SEAZHRODEE e Ly
AIRRIWT & T N IS e, b

PGS Bl a0

ISR O o8 PRV IVEDT T BVITE TS

==



Attachment
Page 7 of 11

Yoon Sun Park, CPA

Principal Accowmiant- duditor

Los Angeles County Department of Auditor-Comtroller

Re: LAUL Response to the Auditor-Controller's January 8, 2014 Draft Repors
January 22, 2014

Page 2

optimal levels on the program side, such a decision will allow us to focus 100% of our time
and efTorts on resolving the Agency's administrative challenges, while also re-positioning
oursclves to again be a provider of County wotkforce programs.

To this eml, respectfully, we request that your officc withdraw any proposal to place the
LAUL on the County’s Contractor Alert Reporting Database (CARD) or take any other
action that might be deemed punitive or prevent the LAUL from engaging in any other
County or other government-funded programs. We anticipate we will have the majority, if
not all administrative issues resolved within short order and believe a decision placing the
LAUL on CARD would be premature and unwarranted. Thank you in advance for your
consideration of this request.

| TAILED RESPONSE

Below is the LAUL’s detailcd response to the findings of the A-C’s report which we dispute
or wish to provide further clarification or detail:

Youth Program

The A-C report states that:
“LAUL did not maintain adequate documentation to support the cligibility for two
(13%) of the 15 youth participants sampled. Specifically, LAUL did not maintain
completed 1-9 forms in the participants’ case files as required by WIA Directive
LACOD-WIAD11-03 for the twa (13%) of the 15 participants reviewed.”

We have reviewed our files further and have located supporting 1-9 documentation for:

o | |provided us a copy of his school transcript, attached
hereto as Exhibir 1.

Further, the A-C report states that;

“LAUL did not document their efforts to obtain documentation of dligibility for
seven (47%) of the | § participants sampled, prior to using the applicants’ statements
as required by WIA Directive ARRA/WIA D09-22."



Attachment
Page 8 of 11

Yoon Sun Park, CPA

Principal Accouwnsant-Awditor

Los Angeles County Depariment of Auditor-Controfler

Re: LAUL Response (o the Awditor-Controller s January 8, 2014 Draft Report
Jamery 22, 2014

Pape 3

We have reviewed our files further and have located documents supporting the income
cligibility of the following three (3) youth participants:

l | provided his parent tax return.
| lprovided an EBT card.
I | provided proof of her mother's income.

These docuiments are attached hereto as Exhibir 2.

Adult & Dislocated Worker Programs
The A-C’s report states that:

“LAUL did not document the registration for sclective service for one (4%) of the 25
participants reviewed as required by WIA Directive LACOD 12-18. After our
review, LAUL provided additional documentation to support the eligibility of the
one participant.”

Since this matter was corrected prior 1o the A-C's report being finalized, respectfully, we
ask that this finding be removed tfrom the A-C's rcpont.

Based on the above. we request that the A-C’s findings relating to the Youth and Adult and
Dislocated Worker Programs be adjusted accordingly to reflect the supporting
documentation and information provided.

LAUL acknowledges that the A-C had no findings relating to its billed services and that this
portion of the program operates “in accordance with the County contracts and WIA
guidelines for the case files sampled.” LAUL also acknowledges the A-C*s comments that
of the “16 participants interviewed,” the participants “stated that they received the required
services and the services they received met their expectations.”

The LAUL has corrected the A-C’s finding that its “September 2013 bank reconciliations
were not signed by the preparer or reviewer as required by Section B.1.2 of the Auditor-
Coatroller Contract Accounting and Administration Handbook.” As this matter does not
appear to be material and the matter has been corrected, respectfully, [LAUI. requests the A-
C remove this item from its repoet.
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Expenditures/Cost Allocation Plan

$23.063 Finding

Since the A-C’s administrative review in, the LAUL has paid approximately 33,557 (sgg
Exhibit 3) of the $23.063 due in Accounts Payable. Accordingly, the LAUL requests the A-
C adjust this amount and finding.

$18.229 Finding

The A-C's rcport states that “LAUL billed CSS $18,229 in unsupported indirect costs for
July through September 2013." Respectfully, we dispute this finding. LAUL received
formal approval of our indirect rate calculations from the US Government. When
calculated, we arrived to an indirect rate calculation of 35.64%. In deference o the
relationship with the County, we lowered our indirect rate from 35.64% to 15.82% for the
fiscal year 2011-2012 and to 18.42% for fiscal year 2012-2013. We arrived to these figures
by removing all costs other than indirect management and administrative labor which
lowered the rate to 20.89%. As a further demonstration of our willingness to work with the
County, we further reduced our rates to the ones indicaied above for cach fiscal year.

Therefore, our indirect rates on our invoices to the County are strictly related to payroll and
as such the A-C's methodology for calculating the $137K for fiscal year 2012-2013 (see
finding below) and $18K for 2011-2012 as unsupported costs are incorrect. All indirect cost
billed to the County are rclated to payroll and can be fully supported.

Attached hereto is Exhibit 4 showing the LAUL’s original federal approved rate calculation
and how those rates were reduced for purposes of the WIA programs.

Based on the above, we request that the A-C’s findings relating to Cash/Revenuce be adjusted
accordingly to reflect the supporting documentation and information provided.

ADMINISTRATIY COMPLIANCE

The A-C's report states that:
“[d}uring the time of our review, LAUL. management maintained adequate internal
controls over its business operations. However the Agency did not accurately report
their accruals to Community and Senior Services (CSS) as required by WIA
Directive WIAD10-05."

LAUL has corrected this issue and respectfully, requests that this finding be removed from
the report.
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The A-C's report states that:

“LAUL appropriately charged payroll costs to the WIA programs, and maintaincd
personnel files as required.  However, LAUL’s timecards were missing the
employees’ and/or supervisors' signatures on six (38%) of 16 timecards reviewed,
and one (20%) of the five participants’ timecard [sic] was calculated incorrectly
resulting in an immaterial overpayment to the participant.™

The [LAUL has conducted a further review of its files and has located time cards for the
following LAUL emplayees for the identified time peniods:

- September 8 and 23, 2013

- September 8 and 23, 2013
September 23, 2013

- September 8. 2013

The signed timesheets for these employees are attached hereto as Exhibir 5. Furnther, LAUL
also has updated its practices to ensure all employee and participant timccards arc
appropriatcly signed. Based on this updated information, along with the A-C's
acknowledgment that this finding did not result in an “immaterial overpayment to the
participant,” respectfully, the ILAUL requests that the A-C remove this finding from the
report.

‘LOSE-QUT REVIEW

$415,355 Finding

The A-C''s report states that [LAUL billed CSS $415,355 in unsupported expenditures This
amount represents outstanding Accounts Payable. Respectfully, we request that the
language in the A-C’s report be revised to reflect this terminology.

1
Since the A-C’s administrative review, the LAUL has paid approximately $10,919 (Exhibit
6) of the $273,276 due in Accounts Payable. Accordingly, the LAUL. requests the A-C
adjust this amount and finding.
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$137.041 Finding
The A-C’s rcport statcs that “LAUL billed CSS $18,229 in unsupported indirect costs for

July through September 2013.” Respectiully, we dispute this finding. LAUL rececived
formal approval of our indirect rate calculations from the US Government. When
calculated, we amived to an indirect rate calculation of 35.64%. In deference 0 the
relationship with the County, we lowered our indirect rate from 35.64% to 15.82% for the
tiscal ycar 2011-2012 and to 18.42% for fiscal year 2012-2013. We arrived to these figures
by removing all costs other than indirect management and administrative labor which
lowered the rate to 20.89%. As a turther demonstration of our willingness to work with the
County, we further reduced our mtes to the ones indicated nbove for each tiscal year.

Therefore, our indirect rates on our invoices to the County arc strictly related to payroll and
as such the A-C’s methodology for calculating the $137K for fiscal year 2012-2013 and
$18K for 2011-2012 (scc finding abovc) as unsupporicd costs are incorrect. Al indirect cost
billed to the County are related to payroll and can be fully supported.

Attached is Exhibir 4 showing the LAUL"s original federal approved rate calculation and
how those rates were reduced for purmposes of the WIA programs.

Co 4 rg N

Thank you for your atiention to this matter and for vour consideration of the additional
documemntation and information we have provided. We look forward to continuing 1o work
with your ofTice to reach an amicable resolution to these and any related issucs.

Should you have any qucstions or commments, please do nt hesitate to contact me o Angela
Reddock, our Interim Chief Administrative Officer & General Counsel.

Sincerely.

AL VM-

Nolan V. Rollins
Presudent & CEO

oc: Paul Goldman, Asst. Director, CSS Contruct Services Branch
Josephine Marquez, Asst. Director, CSS Workforce & Community Services Branch
Juckie Lynn Sakane, CSS Contract Compliance Division Program Manager
Teresa Montes De Oca, €SS Compliance Auditor



